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Washingtc DC

We are responding to your letter dated May 29 2009 to the Division of

Corporation Finance and the Division of Investment Management with regard to your

request for temporary no-action relief Our response is attached to the enclosed

photocopy of your letter to avoid having to recite or summarize the facts presented in

your letter Capitalized terms in this letter have the same meaning as in your letter

You-have asked the Division of Corp-oration Finance for no-action relief during

the applicable Relief Period for each of the Morgan Stanley Parties the Citigroup Parties

and MSSB with respect to the reporting requirements under Sections 13d 13g and

16a of the Exchange Act Based on the facts and representations in your letter but

without necessarily concurring in your analysis the Division on behalf of the Office of

Chief Counsel and the Office of Mergers and Acquisitions will not recommend

enforcement action to the Commission with respect to Section 13d Section 13g and

Section 16a reporting if from Legal Day One through the applicable Relief Period

The Morgan Stanley Parties aggregate and report the securities they

beneficially own outside MSSB with the securities that they would be deemed

to beneficially own within the MS Channel with footnote disclosure reporting

the portion of the holdings attributable to MSSB and exclude from their

reports the securities that they would be deemed to beneficially own within

the SB Channel

The Citigroup Parties aggregate and report the securities they beneficially own

outside MSSB with the securities that they would be deemed to beneficially

own within the SB Channel with footnote disclosure reporting the portion of
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securities that they would be deemed to beneficially own within the MS

Channel and

MSSB does not separately report the securities that it beneficially owns

In reaching these positions we note particularly your representations regarding

the monitoring and reporting challenges presented by the current information technology

systems of the MS Channel and of the SB Channel the scope and scale of the task of

integrating these systems and the time needed to complete the integration your

representation that Morgan Stanley Citigroup and MSSB will maintain information

barriers to protect their respective customers trading information and your

representation that the MS Channel and the SB Channel have their own separate

processes for making investment and voting decisions which will remain in place

through the applicable Relief Periods These factors minimize concerns regarding the

sharing of information and coordinated investment and voting decisions between the MS
Channel and the SB Channel

You have asked the Division of Investment Management for temporary no-action

relief with respect to the reporting requirements under Section 13f of the Exchange Act

and under Exchange Act Rule Oa-3T Based on the facts and representations in your

letter but without necessarily concurring with your analysis the Division of Investment

Management will not recommend enforcement action to the Commission under Section

13f of the Exchange Act and Rule lOa-3T under the Exchange Act against the Morgan

Stanley Parties the Citigroup Parties or MSSB if each of the Morgan Stanley Parties the

Citigroup Parties and MSSB submit Form 3F reports and Form SH reports respectively

in the manner set forth in your May 29 2009 letter

We have considered your request for confidential treatment of your letter and our

response We have determined that the request is reasonable and appropriate under 17

CFR 200.8 1b Accordingly your letter and our response will not be made public until

the earlier of the Closing Date and 120 days after the date of our response

The foregoing no-action relief is based on the representations made to the

Divisions in your letter Any different facts or conditions might require the Divisions to

reach different conclusions This response expresses the Divisions positions on

enforcement action only and does not express any legal conclusion on the questions

presented

Sincerely

Thomas Kim Osterman

Chief Counsel and Associate Director Associate Director

Division of Corporation Finance Division of Investment Management

The relief granted in this letter relates only to the Morgan Stanley Parties the Citigroup

Parties and MS SB
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Re Morgan Stanley Smith llarny Request for No-Action Posilion

Section 13 and Section 16 and Rule lfta-3T

Ladies aid .Gotitlemen

This letter coittains certain
r1us .rtemporary.rclief on behalfof Morgan

Stanley Smith Barney LLC1j and its two ultimate parents Morgan Siantey

4Oiiianl and together with its affiliates ôlherthaO Ikildings as dàfinØd

below MSSB and other thret and andtrct subsidiaries of l-toldmgs the

gnlev Partte and Citigroup Inc gp and together with its affihiates other

than Holdings MSSI3 and.other direct and indirect subsidIaries OfHôIdings the

Citijf.Specificallythe purposó ófthis ltter is to request that the Staff

the StaiP et the Division of Corporation Finance and the Division of Investment

Management ofthe Securities and Exchange.Cojnmission the Commissioti or the

$JC confirm that they would not reconimend to the Commission that it take

enforemetaction against MSSB the Morgan StanteyParties theCiiigroup Parties

under Sectkn 13.and Section 16 of the Securities Exchange Act of 1934 the xcha.g

Y4

1As disessed fiirtherh1ow the businesses being contributed to the joint ve1tures will

include certain non-U.S affiliates which will be separate subsidiariesof Holdings as
defined below Por purposes of this discussiOn MSSJ3 will include Holdings and such

affiliates notwithstanding the.fact that such affiliates technically will be separate

subsidiaries oiHoldings

1un1 rmnRequstcd by MSS Morgal Staiticy and Ctiroup 081

A/73O2l250 13
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and RUle 1Oa31threuiide ifMSSB the Morgan ly.Larties nd
CitIgropp Parties temporarily report positions on the basi cried below

To provide yt ith.ieecasarybackground Pat fthileitpiovides..a

sunmary of the partie respective rep gobbgations ankthe rehefnquested Pint

provides an overview of the formation and structure of M13 Part 111 provides

discussion nf the management and structure of MSSB epeeted to be iu place on the

closing of the transaction Part IV provides temporiuy proposal fof inottitoring and

reporting under Sections 13 and 16 and on Form SH assummg the requested relief front

the Staff is granted and Sunnnarlze$ the mtentionSfor such rttomtormg and reporting

afler.thedforrequestedrŁliefhaspasscd PattY provides ratk1e.forthe

reqneedrelief

Overview of Ree iired.Reportin and.RequestedlRefief

RuirdRepiurg4 ofLetgai Day One AbsetJthef

As discussed more fully in this Ietter Morgan Stanley and Citigroap will imtmliy

indirectly own 1% and 49% respectively of MSSJ3 and each wilt have certhin board

representation and other rights As result each of Morgan Stanley and Citigroup

believes that under Section 13 and Section 16 as of Legal Day One as defined below
and.absent..relief.it wqu Id be required to either aggregetsec.urUii beneficially ownedby
it with securities beneficially owned by all of MSSB or to mmpiemnt appropriate

information barriers to a1to it to disaggregate from MSSB frthese pwpoes in
accordance with the SFCs disaggregation guidance in its Release No 343953 January

12 1998 including the useof infonnation barriers the Disaggregation Guidance
Absent reiref on Legal Day One MSSI3 wouki be required to separately tcpmt the

securities it benticially owus Also on Legal Day One absent reh ithe ceeb of

Morgan S1anh Citigmupt and MSSB would be reqüfrlxIto report on lorms 13P and SI

2We note titatin many instances where MSSL mayhave it ortingrequirementil may
report jointlywlth.one.or more ofts parents

3Eath of Morgan Stanley and Citigroup currently illes one Form 13F and ue Form SU
reportfor all..of its nftiliaied entities

va .TRequca by MSSii.Mora Stanhy widCitigroup uoz

A3OZ5O13
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itoniettieöver Whtb spectively haet.4n
or in wiuch it has reportahI short position or engages in areporta1e shrttransaetaon

or iiMorgan Stanley woidd beiequire1 to aggrcgatc and report rth eiwhib it

has atvestinent dieretion or in bich itlias tportable shoit position otoiagas in

reportable short transaction with all securities over which MSS1 has investment

drscretion or in which it haa reportable shprt position or engages in reportable short

trensaction and Citigroup would report sep4rately only the securities over which it has

investment thscretion or in which it has reportable short position or engages in

reportable short transaction

RquedRellef Legal Dy Urn Through the Applicable Reliifenod
as defined bilow

The
Rattles tquest rehcfsuth that with

respect to the MorgaicStanly Patties

dad the Citigroup Parties uittil the esther of the date an Which Moigan Stanley or

Citigroup as the ease titay eat4isaggregate its psit1an monitoring or reporting froin

or aggregate its pomtion monitoring and reporting withy MSSB in each ease cOnsistent

with the reporting method described in Part below or September 30 2O0and
with respect to MSSB until the eatlier of1 the date on which eaeh ot Morgan Stanley

and Citigroup can 4isaggregate its position monitoring and reporting from MS$B or

Septeinber 30 2Q09 in each ease such penod is referred to as the applicable 1II1
iItf for such party for purposes of Section 13 and Section 16 reporting

The Morga Stn1ey Patties will gratcand tepd the securities they

beneficially own outside MSSB with the securities thaftbey wou1d be deemed to

beneficially own within theM Chaiuel as defined beiow and ittay etetude

the seenribes that they wuid be deemed to beneikialty own within the SB
Cbanej as defined kekw
The Citigroup Parties will aggregate and report The securities they beneficially

own outside MSSB with the securities that they would be deemed to beneficially

Own within The SB Channel and may exclude the securities that they wouki be

deemed to beneficially Own wIthin the MS Channel and

MSSI3 will not separately report securities beneficIally owned it

The
parties

also request relief under which until the end of Ike i4iiphcable Ielief Period

forpurposesofFormsl3Pn4SH

The Morgan Stanley Parties will include the securities over wInch they have

investment discretion or in which They have reportabte short position or engage
In reportable short sale with the securities over which the MS Channel has

InVestment discretion or in which it has reportable short position or engages in

repprtithle short siti and may exeludeth ecuætiós iwerWhicb the SB

CnlitbmuaJ ntRquest4 by MS5titqgia stanlc 4Citi5ouabhh
An3c25250 13
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Channel has investment scretion or in which it has reportable short pozition

or engages in teportable short sale

The Cthgroup Parties will ilude the securities over wiuch they have

mwstment discretion or in which they have reportable short position or engage
in reportable short sale with the securities over which the SB Channel has

investment discretion qrm which it has reportable short position Or engages in

areportable short sale and may exthldcr the securities over which the MS
Channel has investment discretion or in which it has reportable short position

or engages in rtabieiort te and

MSSLwiflpake bticefllmgs to hidicate that securities over which it has

investment discretion orn wbieh it1as reportable short position or engages hi

eportable hott sate ate included ni reports by the Morgan Stanley Partie and

the .Citigroip

During the gouparties Relief Period the securities held bythe SB
Channel will he reported by th Citigroup Parties During such Relief Period the

Citigroup Parties will include legend on their Form 1W reports and Form SU reports to

indicate that sech reports include seeprittes held by the SB Channel During the

Citigroup Parties Post-Relief Period asdetbied below the Citigroup Parties will not

report for either the SB Channel or MSSB

Dirmg the Morgan Stanley Partie
Reiief Petted the seatrities held by tie MS

Channel will be reported by the Morgan StanteyPartfes During stich Relief Fenod the

Morgan StapleyParnas-witl include legend on their Form liP repoi% and Form Stt

reports toindicate that such reports include securities held by the MS Channel

During the Morgan StanieyParties ed hetdby
MSSB may be ieported by the Morgan Stanley Parties in which case the Morgan Stanley

Parties will include legend on their Fortu hF reports and Form SU reports to indicate

that such reports include secuntie held by M5513 Under such Circumstances MSB
will submit nblicerepotta to state that MSSl3s reportable securities are included on the

Morgan Stituley Parties hrnt l3Fireportsimd Form SI reports as applicable

Alternatively. durng the Morgan Stanley Pames Post-Relief Period the securities held

by MSSB may be reported by MSSB

Therefbre no later than October 12009 the Citigroup Parties will not report

.oncjtherEOrm 13Fgr.FonnSlj anysecuritie.oyer whithMSSRbas iævestiuent

ikknial Tra mntRequtcCby M54B Meig Stimky as4Csgroup-OO4
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discretion and either the Morgan Stanley Parties or MSSI will rcport on Form 1W
and Fonn SI all securities over winch MSSI3 has investment discretion4 ftis anticipated

that MSSB wilt be mduded as an other included manager on the Morgan Stanley Parties

Form 13F holdings reports and Form SHentnes reports and MSSB will continue to

make notice filings with
respect to both Form 13F and Form SH at omc p01111 during

2010

Foilivrng the leliefPeriods

Following the applicable pattys Relief Priot1 with such period as it efers to the

aplicitble party retbired to as the PostKebe1Period fOr puposes of Section 13 and

Section repottfrig .....i

The Morgan Stanley Pail eswllFeitherl gate the seurites.tbey

beneficially own outside MSSI3 with all securities beneficially owned by MSSB
or implement appropriate information barriers to allow them to disaggregate

from MSSI3 tbrthes purposes in accotdance with the Disaggregation Ouidance

The Citigroup Parties will implement appropriate infonmation baniers to allow

them to diseggregate from MS$B in accordance with the Disaggregatien

Ouidaiice ai4 accordingLy will
report only those securities they beneficially

own outside MSSi3rand

Where re4tnretl MSSB will separately report the iecunties it benefleially owns

either in stand-alone filing orajoint filing with the Morgan Stanley Parties

pürsuanttoRd1 13d4k or l6a3j as app ieable ..

With repecttoPorms 13F and SLLth

The Morgan Stanley Parti the Citigroup Parties and MSSB tzll separately

report the securities over which they respectively have investment iliscretion or

has reportable short position orengage in reportable short sal or

The parties recognize that Form SR was adopted pursuant to temporal ride set tri

expire on August 2009 and expect to fcliow similar approach with respect to any

successor and/or form.

Morgan StMdey ctwren tdisaggregate.from.MSS but th tithing forsuch

disaggregation is uncertain

Lu

ctdent1 Tzemenl teslvd by MSSB Mqqn StiIy ami ftgmUp 1105

J73fl$3
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The Morgan.Stanley Parties will include in their reports the seeutitiesover which

they have inveshnent discretion orin which they have reportable short position

or engage marortable shortsale and all secunties overwiuch MS3B has

investment discretion or mwhich it has reprtable short position engages in

reportable short sate and wifl rnchide legend on the front page of such report

to indicate that information regallng.MSSI3 is included thnaidthe

Citigmup Parties will report separate1y only The securities Over which they have

investment discretion aim which they have reportable short position or engagc
in reportable short sale

In the case of the sccod of tb two options above MSSB will make notice

filings to mndtcate that securities over which it has investment discretion or in

which it has reportable short position or engages in reportable short sale are

included in rŁpàrts by the Morgan StaileyPàthŁs

flg.tpartie applleable tief Periods and Pos ci ief the Securities held

by the Than e1d theMS Channel willat 11 times be Sut to reporting

g. byit leest one of The Morgan StanleyParties.theCittgroupParties and MSSI3

ft escnption of M8513 and the Transaction Creating MSSB

.MSSB is Delaware limited liability company fotmed on Febniary Z.2009 All

rncrnbrship interests.in MSSB arewned byMorgan StanleySrni.th..Barney Holdings

LLC Delaware limited

.tQIdiflgs. and MSSB were formed p.ursuan tt oir Venture Cutnbution and

Formnatkin Agreement dated as of January 13 2009 the tilzut gmeinf by

and lieiweeiQtigroup and Morgan Stanley Pursuanvto the ConibutmonAgreement and

subject to the eompietmon of detltimtive hmited liability company agreement to be

enteredlnto atthc cIosmg Citigroup and Morgan Stanley have ageedio contribute

tin assets and businesseS to..MSSBthe Cont iuted Biisinesses With certain

exceptions the Citigroup Contributed Businesses the SB Chanuer include Citigroups

retail brokerage and futures business operating under the name Smith Barney in the

United States and Australia and under th name Quilter in the Umted Kingdom Ireland

and the Channel Islands With certain eccptmons the Morgan Stanley Contributed

Businesses the MS Cbanjr and allecttvety with the 513 Chann1 the Channels
include Morgan Stanleys Global Wealth Management business and its private wealth

nanagemnentbusinessop.awortdw.ideIbasis .inhe UnhedStastheCitIgroup
Cnttibntcd l3nsuiesses are conducted principally wttlnn Citigroup GlObal Markets Inc

UIMJ Citigroup snbsidmary and the Morgan Stanley Contributed l3ustnesses are

conducted within Morgan Stanley Co incorporated Morgan Stanley

subsidiary Thprhnaiy business OtT MSSI3wiil be retail btokeragean4prvatewhh

management Although MSSB through the MS Channel as deflned in the paragraph

above will engage in limited amount of Section 13 eligible principal trading such

andCitiup-.OO6

A1730252$013
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fradingis expected tohe m$1Iy tbp.s iitatiigcustometh and is epeetód
to represent ratively small

portion
of its overall activities The institutional bunesses

of MS andCQv1 sudi .asunderwriting advising on ntergers and isitions and

intttutional and propnetary trading and underwriting will remain in MS and COM and

arenot being contributed to MSSX3

ft is the intention oWltigoup..and Morgan.Staitley that following the closing of

the transaction the Contributed Businesses currenfly conducted 1w COMI and MS in the

United States will conducted by MSSB in substantially the same fashion with certain

limited niodifieaiions Th Ioi fthetansaction is expected to Ot cUt May31
2009 the Closing Itand June 200 is the att first day of MSSB perattons

MSSW twamess wiftbe carried out by approximately 20Q00
financial advisors in the United States whose registrations wilt transferred to MSSB
ForILegal.DayOne due toth si..and.co npiexit of the nibinndentitMSSB
intends to make few changes as possible to tegay organuational operational and

supervisory structures as they currenty exist in CGMI and MS Motsigmfcantly for

certain period of tiine.the U.S eustomers.of the SBChannel will continue to havetheir

ttansactions cleared through and.have theircustomer accounts custodiedndarrilby
CGML and customers of the MS Channel will cQntme to have their transactions

cleared througb and have their Customer acounts custodied and earned by MS As part

ofthiscIearingfunctien the fres to beprovidedlby MS andCGMI wlllinciüd

clearing and settling securities transactions providing trade confirmations and customer

statements and performing certain eashiering functions custody services and relted

services number of functions tnc1titluig regulitory eomplianee and snpervisoy areas
will be coordinated and aIined and otheis will be centrilized urstiant to uinbrlin

programs and policies that will overlay The legacy programs and polices of the two
Channels Over time and following the parties aplicablà Relief Periods it is expected

thaFthc two Channels will be hnegratedinto one operation and that ultimately MSSB
will become fully slf gaii4.custodain1a inàwn customCtwits

At th close of the transaction through various substdtaries Morgan Stanley will

own 51% of oldingsand CitIgrott wlllowii49%Holdhigs As.nedahove the

ontnbuttd Businesses will ineiude certain additional non-U affiliates of Morgan

6The MSChannel empinysufidltüi.e flxedincorneff traditig business collectively

the This Desk nm nspioprietaryinventorv fOrdlienttradefacititation and

fOr propr trading purposes

Pgb LLI

A/1302528ft13
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Stanley and Cititnip all of whoseboidings in SE istemdiciiitis will be

akeniütO couiit for thonitoring and
reporting purposes

Wi1ding will bem gedbya boardof dutors consisth of four Morgan
Stanley designees two Citigroup.designees aix Ôpem tive Of

Holdings sibjeet to certam requirements Beard decisions will be made or delegated

Holdings management by majority vote provided that each of Morgan Stanley and

Citigrotp WiiJ..havevetoriglns with respect tôertithi iattcrs.

Morgan Stanley will be provided with ceilam eall mjbts eie ersitde tlowrng
the third tburth arid fifth anmversaries of The elosing or uponahang in ioitrol of

Crttgroup which ultimately niay give Morgan Stanley fill controtoffloldings Citimup
will be provided certau put rights exercisable upon change in control of Mqrgan
Stanley or under certain c1rcumstanees following the sixth anniversary of the

closing
Both Morgan$tanley and Citigroup will be subject to certain restrktiôns.on transfers of

interests in Botdms and on operating acqwrmg or holding entities that engage in certain

restricted businesses .Each.witl.have ou toniaryregitratkr.rights.from the earlier of an
IPO andthe.sixth anniversofclong

Prior to and following the closing MSSB ill work to integrate the information

technology 11 systemsfor both Chanil Due to6 massive scale of the joint

venture howcvci reanngan integrated IT system from the tMI an4 MS legacy 11

systems will
require extenswccbauges to ntullipln systeni covering range ofbusmess

uses and multiple client
co1nmun1eatiors and for stnie tune there will be both product

dataanrj symdimmee

JR ManaEemen and Sfrue lUre Of MSSB

.A MgiifMSSl3 as qfkegalDqy One

As ot Legal Day One the M$13 executive management team is expecte4 to be

in place Most members of the MSSB executive management team will be employed full

tune by and will provide all of their professional services to MSSl3 Ekiwever at sonic

mflstanceS certain meinbers of the team will have additional responsibilities at their

respectwe Iegac employers least through the transition perIod James German the

Cbairrnan.antiCEO of MSSI3 .wifl cot ithe oböÆn executive ofMorgan.Staæley

Likewise certain thcr members of MSSJ3 managmmt will retain

respowubihties at Morgan Stanley in administrative functions including operatmons IT
human resources and legal However it is not currezitly anticipated that an of these

people will be uwolved in directing effechti or recommending trausactioui in securities

or voting securities on behalf of MSSB or its customers There will be other MSB
people who may have

ongoingresponsibilitics at Morgan Stanley Md/or who will be

CfdónIiaTitRsted by MSS gsantyai iiimip co
fl3o2s0i
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involved in directing the.votingand invetLflent ófu ities at MSSB Howeverin light

of the protections to be implemented Se Information Barriers be1ow MSSI3 and

MorganSian1ey wifl notsharein mation.abouttheir respective en omórs tradingor
their proprietaiy ttadmg eeept as neeessaiy to indicate the existence of mventoiy or to

facilitate an MSSB trade hi addition in order to satisfy various Financiai Jndustiy

Regulsoy Athonty requirements regatding review of research distribured and

marleftng materials ereated by MS hennmi berbintted ritmiber of employees of

the Cinroup and Morgan Stanley affiliated bioker-deaters ho will be dually-registered

with MSSL3 for certain period Despite the overlapping responsibilities Ofthse

individuals durmg the pasties pkcablc Rehef Penods based on the separate nature

of the twO Channels the two CbanneJs independent processes for making voting arid

investmcnt decilons as described further below and uicertain protections that

Morgan Stanie and Citigroup will implement as described further below voting and

investment deeisiôrrsln the twoChannels lll..ônsiSte nt wiTh the proposal for

nion.itorilgandreportingduringtheEparti.applicabJe Relief Periods

ingan.Efforis.ioDat 11.Mairagrient and Other

thseussed further herein the mteration of the IT systems tea ceryextensive

and difficult undertaking that will take months to mpJete Likewise anegranti the

to Channels employees facilities and other systems will be challenging Physical

Space will be.mntegratedafter.LeaII.Day One.odiy.asleascsexpireandthe buiness.

rationale favors combining tacilitiei ystenis other than the IT systems will be

mtegrated only as necessary to appropriately account for MSSBs operations Executive

management of MSSB will share space in Westchester CountyNew York ail of Legal

Day One However generalIy employees will continue to work in the offices in which

they currently work and on the systems on which they currently work The integration

process will be gradual and will take 1244 mouths to complete With few exceptrons

until the end of the Relief leriodsfor both perties the two Channels will continue to

peratindepenn

MSS1

Voting andlnv tDseretion widinthe.MS Channel

WÜh in the MS Channel the methodology fgr .dtin ard investment decisions is

aslbllows

the Gb eihdiscretiônarj

awhorry MS Channel representatives make independent investment

decisions for customer accounts over which they have been granted

discretionary authority by the Customet These decisions are made

mdependenthr by the
representatives themselves and are not coordinated

amorg the .ttives 45 Chan net res sdo iumake

Confidntiai iatmn tReqttd by MSl3..Mrgat S1y wdCtgnup tit9

Arne25251u3
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voting decisions wIthrespect to discretionary customer accounts

Rather the MS Channel tiansfrs discretiona %oting authority to third-

party proxy advisory ffrmsegRiskMeticswhich.vote the ecuritics

based on their own voting effintendations ...Th rare inshthcesaii MS
ChannJ ng committee may override the proxy .uJyisoiy finn voting

recommendation or rn4e the voting decision when the proxy advisory

firm has no.reeomtnendation Thissame process.applics to non

discretionary customer accounts where the cutomet requests that the MS
C1ianne as client service matter vore.proxies on behalf ofthe

customer

For MS idmird-party managed account programs The MS
Channel is not grairtctdiseretionary authority over thir4-party managed
accounts itbet with respect to investmefltIdecisiOnso.r voting Rather

MS Channel customers grant voting and investment.discretion to the

thirdparty manager fhe account Accordingly the thjrdparty manager

makes voting and investment dccismons for the customers in these

managed accounts

iii and 1nvtment Disóretioij with in the SB Channel

Within the SBchannel the methodology for voting..ail investment decisions is similar

lor ccwnier accounts over which the SBChaflnel h.dLwretionrv

authbrUp TheSBChannel has personnel who develop sectdr illocation

targets wbiUi are then shared with individual financial advisors or are

incorporated into in meut advisory accoin$ lqr most discretionary

accounts the iiiancial advisors make investmentdsiotts guided by the

recomSmehdations ofCitigrnup resØirch For investrnentädvisôry

programs which include asset allocation teatures the financial athisors

assiSt clients in choosing an asset allocation model which ompriscd of

mutual ftinds exchange-traded funds 1ilJor separately .nianaged

acounts managed by third party manager In sàth cases the

financial advisors may choose such mutual funds ETFs or separately

managed accounts The SB Channel generally makes voting decisions

for cusunnersaceording to the reomrnendationsofthir4partyproxy

advisory firme RiskMetncs In relatively small number of cases

where such tirtns have cçnflicts or otherwise are unable to provide

rccomtnendaCions voting deeisioos aremade by committee of

emplots theSB Channel

For Snith l3arney thfrd-parzv inanaged aixoun programs The SB
Channel delegates the.discretionary authority that it is granted by the

ConIidrnial TreammentRequeted MSS MP i..SthThy dCitigruJ CQIO

A/734125280
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customr totbir4party manager who make voting and WSUUnt
decisions fbrt1e costoiners in thisernanaged accounts.

As is evident the two Channels have their own separate processes for making

voting and invesunent decisions.and where are aettially

exercising discretionaryanthority thesó.dŁcisions aiebÆsed .onindependent factors

These processes wiU geperafly stay in place through the parties appbcable ehef Periods

and combined with the other facts set forth inthis1etter mmimiie concerns regarding

the harrng of infonnatron and coordirtated mvestraeltt and voting decisions While

employees of each Channel at the senior levels rny Internet from time to time

itr.strnent otiflg tiQt1tt1..ód won eordinateat leveL

brioir.8wie

Commenctngat Legl Day One MSSI3 MOrgati Stanley and CitigmupwiU
maintain inforintition barriers to protect their respeotive customer trading information

Morgan Stanley andQitigroiip.willnotshare infomiation about theit.oestdtner trading

with MSSB nor.wili.thy siiare with.MSSB information about th proprietay trading

except as necessary to utthiatc the existence of mventoiy or to facilitate an MSSB
trade MSSB will not thare information with Morgan Stanley or Citigroup about its

trading except ite nes 1.execUte.a fradethrough MS or COMI MorganStanley

and itigroup will not share mtbnnatron about their pending investment banking or

mergers and acquisitions transactionswith MSSB except to the extent MSB is

participating with one or both kms In distnbtitioit iiiSecurities or as necessai to

enforce statutory ttadug restrictions such as the tender Offer rules Although

MSSB will not maintain formal information barriers between the MS Channel and the SB
Channel we note that during the parties applicable Iellef Periods registered

representatives in the SB Channel will not bav computer systent access to customer

positrons and trading infbrmation in the MS Channel and registered representatives in

the MS Channel will ot have computer systems access to customer positions and trading

mfbnnatron in the Sl3ChaaneI During the parties applicable lelref Periods customer

trades iathe MSChannei will beelearedThtough.andcustodied.at MS and custOmer

trades in the SB Channel will be cleaved through and custodiedat CUMI As result.

Morgan Stanley and Citigreup believe thatit is unlikely that registered representatives

and customers in the two separate ChanneLs will have any practical ability to coordinate

tradingof.securities

In addition to the informti barriers described above for variety of legal and

compliance reasons Citigroup will implement mfonnatton bamers between it and MSSR
on Legal Day One designed to permit positions and activities Of MSSB and Citigroup

not to be attributed to one another for the purposes of Sections 13 and 16 and Rule 4e-5

in accordance with the Dicaggregatton Guidance However even though Citigroup will

have these iniorniatin barriers.in.piace on LegalDay One because Chigroupwill not

tCit$TOUiOOii
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have completed its iT integredon efforts it will not be in position to me beneficial

Qwuership ard similar reports on Legal Day One that disnggegate MSSB

1V Tern torary Proposal for Lea1 Day One for Monitoriu and Repodin

Uoldints in Retistered Securities Under Sections 13 nd .16 and on

FormSU and Intentöns for Such Mouftoring an4..Reporting .For.ithe.Post

Relief Periods

Prnpnsafor Ternpoaty Relief

Duriig applica1e Relief Perod.the Morgap Stanley Pàrtiesand the

Crtigroup Parties as apphcable ili coatmue their respective current position nnitonn
and reporting .inhidhii orbeneficiii ownership and Of securities ov which thdy have

in1stment discretion polkies proceduresand practices Each of the Morgan Stanley

Parties and the Citigroup Parties jl1 aggregate .th securities managed and/or

beneficially owned ibe portion of MSSB that was contributed by such party That is

the Morgan Stanley .Pirties will include in their monitoring and reporting the MS
Channel and the Cmgroup Parties ill inAud in their momtormg and reporting the SB

Channel The MS Channel is.currently monitored and reported on airaggregated basis

with MS and the Channel is currently monitored and reported on an gregated basis

with Citigroup There aredódicazed groups for each parent charged withnionftoring and

reportug its positions and these groups will continue to do such monitoring and repoiimg

for eacb.arents.reapeetive Channelduring such partys applicable Relief PeriaL

During the parties applicable Relief Periods M3SB wifi not report separately an
securities beneficially owned by it

Inthe evCnt that either the Morgan Stanley Parties or the Citigroup Partiesire

ftquiredto file any.reporth.during their applicable Relief Period on Schódüle 13.Dor

Schedele 13G derSection 16 the relevant Parties will add foomotŁ disclosure

disclosing their relationship with M$B In addition during their applicable Relief

Periods once either the Morgan.Stanley Parties or the Citigroup Parties determine that

rportabK threshold has been exceeded by such parties and their respective Chanael such

parties will melude in such footnote disclosure the portion of the holdings that is

atributaIe to MSSi3 .y way of exampie if the .Citigroup parties weretoThe

We note that while this information can be detenuined manually by each party with

respect to an mdividual security for whith reporting threshold has been eeeeded and

filing is being made neither partycurrently has the ability monitor on an Ongoing and

Footnote Continued on Next Page

Gfidenta1TrtRuetedbyMSSB Moigan Stanleyand Citgui-0Ot2

Afl3O25i3
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Schedule 130 to report the beneficial ownership of
security which on an aggregated

basis with the SB Channel exceeds reportable threshold they would melude footnote

disclosure indicating that Citigroup owns 49% of MSSB and that the portion of the

secuy beneially owned byMSSB the issus outstanding secufities

With respºctto Forms and SH the parties simiidyprepse that each the

Morgan Stanley Parties and the it1group Parties ifl continue their respective reporting
with tspect to secUrities over which they have investment dlcret ion Or in which they
hate reportabl short position or have engaged in reportable short sale and

accordingly will
aggregate with and includ in their reports the securities and

traxsactjns in their respecliye Channe1 The parties will include tegends in such
reports

consistent With thOse descrIbed in Part LB above

Relief Periods

Given their different lisysterns and respective 1eveI of ownetship in MSSB
Morgan Stanley and Citigroup have different timetables for resolving then respective

challenges in order to be ma position to aggregatewiil MSSB andeventully

disaggregate MESBin accordance with.thv Disaggregation Guidance Morgan Stanley

may be able to complete aggregate .itsposition monitoring and rcorting syt with

MSSB on Legal Day Onebtit hi any event expeetuo be able tO do so no later than

September 30 009 and will disaggregate MSSB in aeco nec with the Disaggregation
Guidance at some point to be determined afterthat date Citigroup expects to be able to

completely aggregate and disaggregate in accordancesiith thóDisaggregation Guidance
its position nonitOriag and reporting system from MSSB by September 3O2U09

Footnote continued from Previous Page

daily bams the securities held by th portion of MSSI3 contributed by the other party in

ordertodetennine whether reporting threshold has been reached ôà an aggregated

basis Seó JTChal1enges.iti Part below

The parties recognize that Farm SH was adopted pursuant to temporary rule sCt to

expire on August 2009 and expect to follow similar approach with respect to any

successor rule and/or form

With respect to this anticipated timing Morgan Stanley is currently receiving adaily test

feed from Citigroup which reports positions in securities within the SB Channel Morgan
Stanley is jfl the process of adapting its IT systemsin rend this feed and to aggregate the

Footnqte Continued on Next age

CienfiaJ Teatment1 ied by MssnMorg Stanley and Citigroup OM3
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Accordingly the $Eties request that the Staff grant temporary relief to allow each of the

Morgan Stanley Parties the Citigroqp Parties and MSSI3 to report positions on the basis

described above in.Proposafor Te por4iy Relief durirag appticabkReliefIeriod

EitherMorgaa Stanley orcitigrotip may be in poitiorito.bOgIn reporting on

which no Iongr .requirŁ relief earliarthan the other party in this case9 th.partythatis

able to begm reportmg without rebel earlier will inform the StafI wrating accordingly

Similarly when either party begina disaggregathigMSSBin accordance with the

Disaggreganon Guidance which may be before or after the other party it wall Inform the

Staff in writing accordingly

1nten/ionfor theFosi-Re1ifPeitiods

Following the integrationof the MSSB data into the Morgan Stanley and

CitiaOupiTsystemsthepartie Iwi1th tho ability to comply with Sectioiis.13 and li

and Rule IOe3 and to monitor and report their respective ownership positions

independently The parties expect this wifloccur no later than September QQ9 Each

party would report as deSibed in PartI.C above under Fol lowing the RdiefPeriods

As of September30 .2009 atigroup expectato disggregatc MSSB in

accordance with the DIsaggregation Guidance for purposes of monitoring and reporting

interests At future date to be determined Morgan Stanley expects to disaggregate

MSSD in accordance with the Disaggregation Guidaiice.for purposes Of monitoring and

aeportmg ineerets These structures wall ensure that MSSR is operating as separate

entity from an investment perspectIve9 and making independent investment voting

diposition and other owneisbip decbeon At the time the information barrlers

policies and procedures are fxliy implemented the IT capability wilt exist such that

aecunte an4 timely monitoriagandep qrting maybe4oneforMSS3appositons

Rationale for Requested Relief

Footnote continued from Previous Pagej

position information with itsown position information and that of the MS Channel

Citigroup is similarly recent ing test feed from Morgan Stanley which will enable it to

report positions in securities within the MS Channel ilie unplernentation of these feeds

is in
progress

and willbe completed by theend of the pattii applieableRllef Periods

itt which time the positions within tWtwe ChanneL ofMSSI3 Will also beabl to be

coræbined froman IT pspti/e

thd Traimnt Requested by MSSIi MqrgstStaiky an4Citigroup .0014

A173025280 13
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We believe thef11ow arguments support the reqCes for relief

Busme Focused on Agency Rather Thrn Prwclpal Tradpzg

Because op.ia not niributing principal trading businessto MSSB and

Morgan Stanley is contnbutingjust Small principal trading business the primary

business of MSSB will be retail bnkerage and private wealth management and the

majority of positions are in customer accounts the majority of hieb are Pan

discret1onary Although MSSB will engage in limitŁdatnonnt of
principal train

expected to be lbr the purpose of tltedttatmg custoineri suel trading expected to

rcpresnt reIatlvty small
portion of its overall activitlea Ma result Morgan ianly

and itigraup xpeot that oti its owns MSSI3 wilt rar$y itefcr reach reportable

If the requested relief is granted each Morgan Stanley and Citigroup will

continue to aggregate and metude securities managed and/or beneficially owned by its

respective Channel with securities it manages beæialiyown Accördingly

even though the proposed structure may in part be inconsistent with the strict

requirements of Section 13 and Section the proposal sausflei the regulatory rationale

beMidtbese requirements The proposal Will teniporylifit the regulatory objectives

for accurate information in the marketplace to the extent applicable thresholds may be

ecded

jhej

Absent the requested relief it is possible that the transaction will not be able to

close until the IT systems are developed to permit aggregation and as applicable

disaggregation of information required to be thsctosed However the Importance of the

swift and successful completion of the jomt venture in the current market environment

cannot be underestimated We believe that the monitoring and reporting challenges taced

the proposed jnmt venture are unique and possibly wiprecedented We also believe

ehat given the reasonable alternative reporting proposal contained in tins ltter the

balance of public interest weighs in favor of
granting the imuted and temporary requested

which eck tug ofjhe traaction woId h5ve 10 kdlayed

MtW ConfàitilTreatmtquesed tyMS5D Mu gL anIv and ti5jp
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1Irst the neW crisis crataspcial need for uigency tockiset

joint venture transaction The transaction will certainty at line when invóstor

onftiion itand..eOnfidenbe is low .Custoincrs.of.the twO firm would be..prOvided

assurance of the future structure of their securities finn when many are struggling with

1H1UCSt1OSOfW11Om they can trust with Their finances and turn to for adviee

Sond the jOlt venture structureproposedby Citigroup and Morgan Stanley

unusual Most transactions involving changes of ownership of broker dealer are simple

aeqaitwus not equmng ti
ierger of tw retail perations with ongom arrangements

with two legacy finns These ongoing auangmeuts with the legacy tlrnts create special

eomphcattns in complying With Senuons 13 and 16 and Rule lOaT and others for

which we are seeking separate reiie Moreover the harrng of legacy firm ownershp
data that is reqinred ta perfbrm this aggregation raiies significant ongoing buauiess

concems for the legacy flrms businesses that are not contributed to MSSI3 particularly

for Citigroup which does not have management control over MSI3 Not only do these

unique inomtonng and reporting hatlenges not arise in most transactions as discussed

further the next paragraph they also are more challenging in this transaction than the

issues more om nonly raid.

Third e.scaie.OfThejoint.venture..is inusualty large totichin more than .10

tnillioneustomeraccountsardcreatingtechnotogical challenies of immense sope
MSSB Morgan Stanley and Citigroup ta respond to the resulting disclosure challenges

they must make etenive changes tmulnp1e systems covering range ttmonitonng

and busmes uses Gwen their scale temporary manual fixes to address these problems

arenotpraeticable and wuid not.resuIvin accurate infbnution bt ing consistently

provided in timely manner to the public The scope of these systems changes is perhaps

unprecedented for combination of ii ope rations

Ftirth despite the ignthcintthalIettges posed by the spofthOse systeuts

elumges MSSB Morgan Stanley and Citigrçup are eoinimtted to implementing the

changes in timely and contprehenswe manner Therefore the requested relict is to last

only th relatively ahorl interim period until such implementation ta eomplete so that

and the etmayroeetve thebeiifit of intyprdvhled by doitigth

W5 SEC.No4cüon M4je$y .iQovernment hangiActctiôn .13a

Reporting daied December 10 2008 which was granted in part based on the United

Kingdomsgoyernrneuts.msponscb Th internatiOnaL financial crisis.

uqt by MSSB Motgaii5tai1ey dcOi6
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ttaflsittiOsSOOfl.aspOssibJe The requested nih ill allow the pith.c3osó the

transaction more quickty and is appropnae and in the public interest given the cuffent

finannl nkettumieil

its Ic ftbe

jontventure the massive resutting ystems changes the urgent neerito provide certainty

to customers and the turmoil in the financial markets we believe that it should be

possible for the Staff to provide relief in this situation without creating precedent that

may be wied by others where the exigent clrbum5tances presenthere do not exist

Moreover we believe that the provision of relief ui this ereumstance wifl benefit

investors and the public and will not.be contrary to the ommissions inve fOr protection

mandote

CriordnaaonofGkthaiRtqy.girne

Eah.Morgai Stattlatid itig pisiubj .dilosuröofinteàt.re gimes

globally with eah hamg its own requirements anL standards for global monitoring and

reportrng Accordtngly momtormg and re ugnn aglobal level will require an IT

sys that will eflbctivelyon.a global basisnndirnpIententiitg thiasstein will

take time

Challenges

Front practical standpoint .itmay be difficult forMorgan.Stan fey and Citigroip

to resolve the IT integration challenges prior to or immediately after clcsmg the

transaction such that they and MSSI3 may effectively monitor and report in any way on

Legal Day One other than what is proposed As noted above there wrlt be significant

wottc ttnrofved in mtegratitag the MSS1 tht into two cornpames lIT systeina and in itic

meanume tbre will be auttantial product data and system dissonance That said the

tw trms are makmgdthg etTbrts and hayc project teani in place to achieve sufficient

IT integration as soon as practicable to be able to conIy with disclosure regulations and

maintain the confidentiality of sensitive owner4up data without needhigto mipMment

onerous manual solutions lo date each of MS and Citigroup have exchanged data feeds

of their repprting positions that will be .cQntribute4t iSSBóu Legal DayOiie and the

pasties ate working with these feeds as described jfrNbte alwe Uowevà the

expect the integration iSsues for the IT systems that are relevant to position repoilmg to

be resolved gradually over few months with goal of complete integration by

September 30 2009 Eaeh of the two tinus has project plan with clearly defined IT

nulestones and nal and which sets ut the steps that have been taken and the steps.that

To the extent that the IT systems are not mtegraied as necessary to facilitate

.cornpliarrcebyLegal Day One itianual workarounds wouldbe the onlssible

ghpi

JV2525Qi3
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reporthig sóittion absent.reief Hó .thoAnpreeedented soak ofMSSBs brokerage

operations makes suchmanual workaround nnpracttcal and any fbnu of manuai

workaround In two very large orgainzatmons raises sig eant4oi1cerns regarding the

fibftty.ufdat.and the tsu1tit and Ii ddition preparing
and

tntlementmg these manual workarounds would require stguitkant IT work and would

ultimately distract and delay the firms respective IT groups as well as their comphanee

personuel from their pnmamy goal of IT miegration and strnt compliance with the rules

in the near tehn

The folliig .aresomeof thefT Is oesthatnwst be resolved before The

successful integration of the MSB date into the Morgan Stanley and Citigroup IT

systems for monitoring and disclosures noses

Securities datajntmftcation issuea For many securities there is no

conunon mtemationat security identifier Tins is particularly the case for

structured products and detwatives where the linkage between the

derivative and an underlying hated security may need to be manually

estÆhlishedto ensure hats firms aggrcgÆto.ponitionditta is aceurate

Morgan Stanley and Citigroup use different methods of identifying these

ecuritaes in their respective databases As result there will be

discrepancies if the posithrn data is integrated prematurely To resolve

this isue trans bIt iustbecftated to eThninate the

discrepancies hefor the Comdributed Businesses position data may be

comblned Theproecs Qfcratiag sucii aàbleardrnappin the relevant

data from Citiroupa systems to Morgan Stanleys and vice versa will

bieonsntnng..d.difltift

Data McIeI Differences Morgan Stanley and Citigroup use different

data toodels and ultirnatetycapturethelt position data differetitly

Morgan Stanley and Citigroup are working together to find common
data model in order to process the positions together Each IT system

collects differentinformatkmabout customer accounts and eveu.wbere

they collect the same information they may do so differently

compheattug efforts to deternme which data should be included in

reports andhwit.shouI4 be cai.ç..tated.particniarlyfor piitposes of

populatingSehedulesl3DIQEormn 13F

LgiIc for Tansitg dieJata Deidhesens itivty of tidata

Morgan Stanley and Citigroup must agree on secure way to ttansfer and

toimsurethatxnifidealiiifbrrnation

is not disclosed Although Morgan Stanley and Citigroup have different

tools available io.do this they must agree upon standard sto be

implemented on both si4esin.ordertobegin automated transmissions in

cdentiaLTaimcn cq.kbyMSt
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secure manner This effort can take tune if one the parties needs to

raequire and.install new.tpoti mnorder tóp.thesereuirements

As noted above the parties expect these various IT
integration issues to be resolved

gradually OverÆ few móhths with goal of complete integratin.by Setember3O

E. leoraiyhiin

Fina1Iy.andmost notably the prciposal for Legal Day OæeisOl1empvay
s4ufwi ptoposed ip the Interest cif

providing market tnmsparency under difficult

circumstances not permanent and is metely luesntto bndge the npottrng gag until

the rntegtutionissues for the LI steitis that are relevant tGposftIon tatm are

resolved With respect trthe Morgan Stanley Parties this may be by Legal Day One but

could extend until Sptember 30 20119 and with respect to the Cingroup Partic and

MSSI3 this is expected to be by September 30 2009 Eachof the Morgan Stanley

Parties the Citigrou$ Parties and MSSB will monitor and report ul compliance with the

rules as written as soon as such party has the independent capability to do so or shortly

thereafter As noted above either Morgan Stanley or Citigroup may be in position to

begin reporting on basis which does not require relief earlier than the other and earlier

than MSSB in this case the parry that is able to begin reporting without relief earlier will

inform the Staff in wripag accordingly In addition when MSSB begins reporting on

.separrte.basi..ftw1Ll.linforni the Staff hiwriting according1y

In conclusion MSSI3 the Morgan Stanley Parties and the Citigroup Patties

request that the Staff oftbeDhis on of CorporationFiæanee.andthe Division of
Investment Management ctxrfirm that they would not recommend the Conuntssion that

it take ettforcenioirt action against MSSB the Morgan Stanley Parties or the Citigroup

Parties udei Section 13 and Section 16 and Rule 0a3T rf they temporarily report

positions on thebasisdescribed above

VII QiiildØntiatTreatment Reuuest

As of the date of this letter the
parties hate not publicly dilelosed certain

information contained lietein including their expectations rcgardpiglhe closing date of

the fransaction Public availability orthis information could have adverse consequences

for the parties For example an unexpected deity in the closing could be interpreted by

market partieipant as an indication that there are material difficulties with the joint

venture when none in fact exist Accordingly notice of this letter is also being sent to

the Office of Freedom cii lnformatin and Privacy Act OpCrations of the Conmussion
and we ruspetfully request that the Commission accord confidernaI treatment to this

Eequest.andanywii. pnsØfrom the Sti thereto pursuant to .17 CJUt 2018i

iritflth ii
coitfidenmil mn tedbyM5B Mqgan SunIçr dCt
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untUtheearliØrefi the ClosinDate andii the dattht is 120daysfmm.the date

the...StaffstespQnsetQ th.letter..

Please contact Laurie Cerveny àft3inghiunMcCutehen LLP at 617 St4S27
M.iha TrÆversof Davis Polk Wadve1lat.65O 75Z-20 14 or the .widersignetht.the

above phone number to discuss any questions or coznmen this 1ettt

Sincerely yours

Jlhn

cci MichelleOroseh Morgan Stanley

Anne Cooney Morgan Stanley

1tose-AnneRid Mor8an Stanley

Denninc Ifluliard Morgan Stanley

Stanley

Mhe1e Wiike Morgan.Stanley

.NcI$uliivan Binghani..Mccntcben LLP
Am Ktt1 in .jttjn .LLP

Ilanb aUçott thogham Mccuthen UM
Laurie cerveny EBhain LLP
Karyn PcIak Citigtoupthc
AiiKarshan Citigixup Inc

Lanny Schwata tavis Polk .Warthll
Mischa Travers Davis Polk .Wardwdfl

CodcnPat nRqueA4 by MSSF Moan tan1ey and Cttigwup OOZ

CUtLLP


